Michigan Deparment of Treasury
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Auditing Procedures Report

lssued under P.A. 2 of 1968, as amended and P.A, 71 of 1819, as amended.

Lacal Unit of Government Type Local Unit Mama County
Clcounty [Clcity ETwp [Ovilage [JOther | Littlefield Township Emmet
| Fiscal Year End Opinicn Dale Date Audit Report Submitied to State
March 31, 2006 September 13, 2006 October 6, 2006
We affirm that: =53

We are cerified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter {report of comments and recommendations).
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Check each applicable box below. (See instructions for further detail.)

All required component unitsfunds/agencies of the local unit are included in the financial staterments andfor disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
{P_A_ 275 of 1980) or the local unit has not exceeded its budget for expenditures,

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinguent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds deposits/investmeants that comply with statutory requiremeants

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bullefin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASE 34 or GASE 34 as modified by MCGAA Staternent #7 and other generally
accepted accounting principles (GAAP).

The board or council approves all invoices prior to payment as required by charter or statute.
To our knowledge, bank reconciliations that were reviewed were performed timely.

If & local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority andior commission.

I, the undersigned, certify that this statemant is complete and accurate in all respects,

We hau;e enclosed the following: Enclosed | Mot Required (enter a brief justification)

Financial Statements

The letter of Comments and Recommendations

Other (Descrive) I:]
Carified Public Accountant (Firm Name) Telephone Mumbar
MASON & KAMMERMANN, P.C. (231) 547-4911
o T— o e e
1 EﬁRK MI’I?I\IUE ) CHARLEVOIX Mi 49720
Irr'a.ut 7 A, Sigfieure 7\-11&1! M Licanse Number
L4 Y T VEL KAMMERMAMM 1101012482
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MASON & KAMMERMANN, PC.

CERTIFIED PUBLIC ACCOUNTANTS

HUGH E. MASON 110 Park Avenue

VELDA K. KAMMERMANDN Charlevoix, Michigan 49720
Telephone {231) 547-4971
Facsimile (231) 547-59711

September 13, 2006

INDEPENDENT AUDITOR'S REPORT

To the Township Board
of Littlefield Township

We have audited the accompanying general purpose financial
statements of Littlefield Township as of and for the year ended March
31, 2006, as listed in the table of contents. These general purpose
financial statements are the responsibility of Littlefield Township’s
management. Qur responsibility i1s to express an opinion on these
general purpose financial statements based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable
assurance about whether the general purpose financial statements are

free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the general
purpose financial statements. An audit alsc includes assessing the

accounting principles used and significant estimates made by management,
as well as evaluating the overall general purpose financial statement
presentation. We believe that our audit provides a reasonable basis for
our opinion,

In our opinion, the general purpose financial statements referred
to above present fairly, in all material respects the financial position
of Littlefield Township as of March 31, 2006, and the results of its
operations and the cash flows of its proprietary fund type for the year
then ended in conformity with accounting principles generally accepted
in the United States of Bmerica.




Our audit was conducted for the purpocse of forming an opinion an
the general purpose financial 5tatements taken as a whole. The
combining and individual fund financial statements and schedules listed
in the table of contents, are presented for purposes of additional
analysis and is not a required part of the general purpose financial
statements of Littlefield Township. Such information has been subjected
to the auditing procedures applied in the audit of the general purpose
financial statements and, in our opinion, is fairly presented in all
material respects, in relation to the general purpoese financial
statements taken as a whole.

%lmﬂx &W%)&.




LI TTLEFI ELD TOANSHI P

COMBI NED BALANCE SHEET
ALL FUND TYPES AND ACCOUNT GROUPS

for the year ended March 31, 2006

GOVERNMENTAL PROPRI ETARY
FUND TYPES FUND TYPE
SPECI AL
GENERAL REVENUE ENTERPRI SE
ASSETS
Cash and cash equival ents $ 116, 706 $ 102,013 $ 30,513
| nvest ment s 505, 981 - 258, 118
Taxes receivabl e 32,418 14, 363 -
Accounts recei vabl e - - 61, 376
Tap in fees receivable - - 27,944
Due from ot her funds 68 - -
Due from ot her governmenta
units 24, 389 - 22,247
Ceneral fixed assets - - -
Amount to be provided for
retirement of |ong-term debt - - -
Total assets $ 679,562 $ 116,376 $ 400,198
LI ABI LI TIES AND FUND EQUI TY
LI ABI LI TI ES
Accounts payabl e $ 5,282 $ - $ -
Due to other funds - - -
Due to ot her governnenta
units - - -
Contract payabl e - - -
Total liabilities 5,282 - -

FUND EQUI TY
I nvestnent in genera
fixed assets - - -
Ret ai ned ear ni ngs - - 400, 198
Fund Bal ances
Reserved for replacenent
sewer lines - - -
Unr eserved
Desi gnated for cenetery

expansi on 26, 436 - -
Undesi gnat ed 647, 844 116, 376 -
Total fund equity 674, 280 116, 376 400,198
Total liabilities and
fund equity $ 679,562 $ 116,376 $ 400,198

The acconpanying notes are a part of the financial statenents.
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FI DUCI ARY

FUND TYPE ACCOUNT GROUPS
GENERAL GENERAL TOTAL
TRUST AND FI XED LONG TERM  ( MEMORANDUM
AGENCY ASSETS DEBT O\LY)
$ 484 $ - - $ 249,716
18, 450 - - 782, 549
- - - 46, 781
- - - 61, 376
- - - 27, 944
- - - 68
- - - 46, 636
- 1, 144, 862 - 1, 144, 862
- 1,295, 372 1,295,372
$ 18,934 $1,144,862  $1,295, 372 $3, 655, 304
$ - $ - - $ 5, 282
68 - - 68
416 - - 416
- - 1,295, 372 1,295,372
484 - 1, 295, 372 1,301, 138
- 1, 144, 862 - 1, 144, 862
- - - 400, 198
18, 450 - - 18, 450
- - - 26, 436
] : : 764, 220
18, 450 1,144, 862 - 2,354, 166
$ 18,934 $1,144,862  $1,295, 372 $3, 655, 304
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COMVBI NED STATEMENT OF REVENUES, EXPENDI TURES

AND CHANGES | N FUND BALANCES

ALL GOVERNMENTAL FUND TYPES AND EXPENDABLE TRUST FUND

for the year ended March 31,

GOVERNMENTAL FUND TYPES

2006

FI DUCI ARY

FUND TYPE TOTAL

Revenues:

Taxes

State shared revenue

Contributions from| ocal
units

Charges for services

I nt er est

O her

Total revenues

Expendi t ures:
Legi sl ative
Ceneral gover nment
Public safety
Publ i ¢ wor ks
Li brary
I nsurance Bonds
Capital outlay

Total expenditures

Excess (deficiency) of

revenues over expenditures

Apri l
March 31, 2006

Fund bal ances, 1, 2005

Fund Bal ances,

The acconpanying notes are a part of the financial

SPECI AL EXPENDABLE ( MEMORANDUM

GENERAL REVENUE ~ TRUST FUND _ O\LY)
$ 203,632 $ 105,113 $ - $ 308, 745
134, 940 - - 134, 940
16, 607 13, 892 - 30, 499
36, 938 - - 36, 938
23, 576 952 558 25, 086
8, 041 103, 967 - 112, 008
423, 734 223, 924 558 648, 216
33, 857 - - 33, 857
122, 660 - - 122, 660
1, 040 48, 827 - 49, 867
243, 490 7,706 - 251, 196
1, 500 - - 1, 500
7,422 - - 7,422
84, 058 167, 645 - 251, 703
494, 027 224,178 - 718, 205
(70, 293) (254) 558 (69, 989)
744,573 116, 630 17, 892 879, 095
$ 674,280 $ 116,376 $ 18,450 $ 809,106

-5-
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LI TTLEFI ELD TOANSHI P
COMBI NED STATEMENT OF REVENUES, EXPENDI TURES AND
CHANGES I N FUND BALANCE - BUDGET AND ACTUAL
GENERAL AND SPECI AL REVENUE FUNDS

for the year ended March 31, 2006

GENERAL FUND

OVER/ ( UNDER)
BUDGET ACTUAL BUDGET

Revenues:

Taxes $ 203,165 $ 203, 632 $ 467

State shared revenue 135, 580 134, 940 (640)

Contributions fromlocal units 16, 100 16, 607 507

Charges for services 35, 000 36, 938 1,938

I nt er est 6, 157 23,576 17, 419

O her 8, 200 8,041 (159)
Total revenues 404, 202 423,734 19, 532
Expendi t ures:

Legi sl ative 48, 400 33, 857 (14, 543)

CGeneral gover nnment 167, 333 122, 660 (44, 673)

Public safety 1,400 1, 040 (360)

Publ i ¢ wor ks 254, 500 243, 490 (11, 010)

Li brary 1, 500 1, 500 -

| nsurance and bonds 7,808 7,422 (386)

Capital outlay 50, 437 84, 058 33,621
Total expenditures 531, 378 494, 027 (37,351
Revenues over (under)

expendi tures (127, 176) (70, 293) 56, 883
Fund Bal ances, April 1, 2005 745,571 744,573 (998)
Fund Bal ances, March 31, 2006 $ 618,395 $ 674,280 $ 55,885

The acconpanying notes are a part of the financial statenents.
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SPECI AL REVENUE FUND

OVER/ ( UNDER)
BUDGET ACTUAL BUDGET
$ 97,801 $ 105,113 $ 7,312
13, 900 13, 892 (8)
275 952 677
- 103, 967 103, 967
111,976 223,924 111, 948
73, 951 48, 827 (25, 124)
8, 000 7,706 (294)
63,204 _ 167,645 104, 441
145,155 _ 224,178 79,023
(33, 179) (254) 32, 925
41,528 _ 116,630 75,102
$ 8,349 $ 116,376 $ 108,027



LI TTLEFI ELD TOANSHI P
STATEMENT OF REVENUES, EXPENSES
AND CHANGES | N RETAI NED EARNI NGS

PROPRI ETARY FUND TYPE

for the year ended March 31, 2006

Operating revenues:
Charges for services
Tap in fees
Interest and penalties

Total operating revenues
Operati ng expenses:
Sal ari es and wages
Contracted services
Suppl i es
Total operating expenses
Net operating incone
Non- operati ng revenues (expenses)
I nterest incone
User charges for assessnment paynents
Har bor Springs Area Sewer Di sposa
Aut hority assessnents
Total non-operating expenses
Net incone
Ret ai ned earnings, April 1, 2005

Ret ai ned earni ngs, March 31, 2006

ENTERPRI SE

FUND

$ 154, 561
13, 500

7,948

176, 009

3,594
141, 011
661
145, 266
30, 743

12, 158
91, 646

(134, 453)

(30, 649)
94

400, 104

$ 400,198

The acconpanying notes are a part of the financial statenents.
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STATEMENT OF CASH FLOWB
PROPRI ETARY FUND TYPE

for the year ended March 31, 2006

ENTERPRI SE
FUND
Operating incone $ 30,743
Adj ustnments to reconcile incone to
net cash provided by operating activities:
Changes in operating assets and
liabilities:
Accounts receivabl e $ 4,189
Due from ot her governnental units 2,941
Total adjustnents 7,130
Net cash provi ded by
operating activities 37,873
Cash flows from non-capital financing
activities:
User charges for assessnment paynents 91, 646
Har bor Springs Area Sewer D sposa
Aut hority assessnents (134, 453)
Net cash used in non-capital
financing activities (42, 807)
Cash flows frominvesting activities:
I nterest incone 12, 158
Purchase of investnents (12, 731)
Net cash used in investing
activities (573)
Net decrease in cash and cash
equi val ents (5, 507)
Cash and cash equivalents, April 1, 2005 36, 020
Cash and cash equival ents, March 31, 2006 $ 30,513

The acconpanying notes are a part of the financial statenents.

-9-



LI TTLEFI ELD TOANSHI P
NOTES TO FI NANCI AL STATEMENTS

for the year ended March 31, 2006

SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES

The accounting policies of Littlefield Towship conformto accounting
principles generally accepted in the United states of Anerica as
applicable to governnental units. Following is a summary of the
significant policies:

Fi nanci al Reporting Entity

The Township has foll owed the guidelines established by generally
accepted accounting principles and has deternmined that no entities
shoul d be consolidatedintoits general purpose financial statenents
as conponent units. The criteria for including a conponent unit
includes significant financial or operational relationships.
Therefore, the reporting entity consists of the primry governnment
financial statenents only.

Gover nnent al  Funds

General Fund

The GCeneral Fund is the general operating fund of the
Township. It is used to account for all financial resources
except those required to be accounted for in another fund.

Speci al Revenue Funds

Speci al Revenue Funds are used to account for the proceeds of
specific revenue sources (other than expendable trusts or
maj or capital projects) that are legally restricted to
expendi tures for specified purposes.

Propriety Fund

Ent erpri se Fund

The Enterprise Fund is used to account for operations that
provide services to citizens, financed primarily by user
charges, or activities where the periodi c nmeasurenent of net
i ncone is appropriate for capital maintenance, public policy,
managenent control, accountability, or other purposes. The
Sewer Fund is the only Enterprise Fund of the Townshi p.
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NOTES TO FI NANCI AL STATEMENTS

for the year ended March 31, 2006

Fi duci ary Funds

Trust and Agency Funds

Trust and Agency Funds are used to account for assets held by
the Township in a trustee or agency capacity for individuals,
private organi zati ons, other governnents, and/or other funds.
These include an Expandabl e Trust Fund, and an Agency Fund.

Account G oups

Ceneral Fixed Asset Account G oup

Thi s account group presents the fixed assets of the Township
utilized in its general operations (non-proprietary fixed
assets).

Ceneral Long-Term Debt Account G oup

This account group is used to account for all long-term
obligations of the Township, except those accounted for in
proprietary funds.

Total Col umms on Conbi ned Statenents

Total columms on the general purpose financial statenents are
capti oned Menorandum Only to indicate that they are presented only
to facilitate financial analysis. Data in these colums do not
present financial position, results of operations, or cash flows in
conformty with accounting principles generally accepted in the
United States of Anerica. Neither is such data conparable to a
consolidation. Interfund elimnations have not been made in the
aggregation of this data.

Basi s of Accounting

Basis of accounting refers to when revenues and expenditures or
expenses are recogni zed i n the accounts and reported in the general
purpose financial statenments. The basis of accounting relates to
the timng of the neasurenents made, regardl ess of the neasurenent
focus applied.

-11-



LI TTLEFI ELD TOANSHI P
NOTES TO FI NANCI AL STATEMENTS

for the year ended March 31, 2006

Basi s of Accounting Conti nued:

Al'l governnental, expendable trust and agency funds are accounted
for using the nodified accrual basis of accounting. Revenues are
recogni zed when t hey becone bot h measur abl e and avail abl e to fi nance
expenditures of the current ©period. Significant revenues
susceptible to accrual include paynents in lieu of taxes, state
sources and i ntergovernnental revenues. Expenditures are generally
recogni zed under the nodified accrual basis of accounting when the
related fund liability is incurred with certain exceptions such as
i nterest on long-termdebt which is generally recogni zed when due.

Al'l governmental funds and the expendabl e trust fund are accounted
for on a spending or “financial fl ow neasurenment focus. This neans
that only current assets and current liabilities are generally
i ncl uded on their bal ance sheets. Their reported fund bal ance (net
current assets) i s considered a neasurenent of “avail abl e spendabl e
resources”. Governmental fund operating statements present
i ncreases (revenues) and decreases (expenditures) in net current
assets. Accordingly, they are said to present a sunmary of sources
and uses of “avail abl e spendabl e resources” during a peri od.

The Proprietary Fund is accounted for using the accrual basis of
accounting. Revenues are recogni zed when earned, and expenses are
recogni zed when incurred.

The Proprietary Fund is accounted for on a cost of services or
“capi tal mai ntenance” neasurenent focus. This nmeans that all assets
and all liabilities (whether current or non-current) associated with
their activity are included on their balance sheets. The
Proprietary Fund operating statenment presents increases (revenues)
and decreases (expenses) in net total assets.

The Townshi p has el ected to apply Governnental Accounting Standards
Board Statenent No. 20, paragraph 7, which allows the Township to
apply only those Fi nanci al Accounti ng St andards Boar d pronouncenent s
i ssued before Novenber 30, 1989 to the Township’'s proprietary fund.

Budget and Budgetary Accounting

Budgets for the General Fund and Speci al Revenue Funds are adopted
and anended on a basis consistent with accounting principles
general |y accepted in the United State of America. Appropriations
are approved by the Townshi p Board on a fund | evel basis; however,
t he budgets are shown on the functional |evel basis.

-12-



LI TTLEFI ELD TOANSHI P
NOTES TO FI NANCI AL STATEMENTS

for the year ended March 31, 2006

Encunbr ances

The Townshi p does not fornally record encunbrances i n the accounti ng
records during the year as a nornmal practice. Appropriations |apse
at year end and anounts are reappropriated for expenditures to be
incurred in the next fiscal year

Cash and | nvestnents

Cash and cash equival ents consist of demand deposits and savi ngs
accounts.

I nvestnents consist of certificates of deposit wth original
maturities of greater than three nonths, and certain savings
accounts held for investnent purposes.

The Governnental Accounting Standards Board Statenment No. 3 risk
di scl osure for the Townshi p’s cash deposits are as foll ows:

| nsured (FDI C) $ 794,628
Uni nsur ed 237,637
$1, 032, 265

Long-t er m Debt

Long-term obligations of the Township are reported in the genera
| ong-term debt account group

Reserves and Desi gnati ons

Reserves and desi gnations represent those portions of fund equity
that cannot be appropriated for expenditure or are legally
segregated for a specific future use.

Ceneral Fi xed Assets

CGeneral fixed assets purchased are recorded as expenditures in al
funds, except the enterprise fund, at the tine of purchase. Such
assets are capitalized at cost in the general fixed asset account
group except for <certain inprovenents other than buildings,
i ncl udi ng roads, bridges, curbs and gutters, streets and si dewal ks,
drai nage systens and lighting systens. No depreciation has been
provi ded on general fixed assets.
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NOTES TO FI NANCI AL STATEMENTS

for the year ended March 31, 2006

Property Taxes

Properties are assessed as of Decenber 31 and the rel ated property
taxes becone a lien on Decenber 1 of the followng year. These
taxes are due on February 14 and are added to the Emet County tax
rolls after February 28.

The del i nquent real property taxes of the Township are purchased by
Emmet County. The County intends to sell tax notes, the proceeds
of which will be used to pay the Township for the property taxes.
These taxes have been recorded as revenue in the current year.

Ri sk Managenent

The Township is exposed to various risks of loss related to torts;
theft of, danage to, and destruction of assets; errors and
om ssions; injuries to Townshi p enpl oyees; and natural disasters for
which it obtains coverage fromconmercial insurance conpani es. The
Townshi p has had no settled clains resulting fromthese risks that
exceeded commerci al coverage in any of the past three years.

Statutory Authority

The Township is authorized by Mchigan law to i nvest surplus funds
in the foll ow ng:

a. Bonds, securities, other obligations and repurchase
agreenents of the United States, or an agency or
instrunentality of the United States.

b. Certificates of deposit, savings accounts, deposit
accounts or depository receipts of a qualified financi al
institution.

C. Commerci al paper rated at the tinme of purchase within
the two highest classifications established by not |ess
than two standard rating services and maturing not nore
than 270 days after the date of purchase.

d. Bankers acceptances of United States banks.
e. ol igations of the State of Mchigan and its politica
subdi vi sions that, at the tinme of purchase, are rated as

investment grade by at |east one standard rating
servi ce.
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NOTES TO FI NANCI AL STATEMENTS

for the year ended March 31, 2006

Statutory Authority Continued:

f. Mut ual funds, registered under the Investnent Conpany
Act of 1940, with the authority to purchase only
i nvest ment vehicles that are legal for direct
i nvestment by a public corporation.

g. External investment pools as authorized by Public Act
20 as anended through Decenber 31, 1997.

EXCESS OF EXPENDI TURES OVER APPROPRI ATI ONS

P. A, 621 of 1978, as anended, provides that a local unit shall

not incur expenditures in excess of the amounts appropriated. In
the body of the financial statenents, the Township' s actua
expendi tures and budgetary fund have been shown on a functiona
basis. The approved budgets of the Township for these budgetary
funds were adopted at the fund | evel

During the year ended March 31, 2006, the Township incurred
expenditures in certain budgetary funds that were in excess of
the anpbunts appropriated as foll ows:

Tot al Amount  of Budget
Appropri ations Expendi t ur es Vari ance
Speci al Revenue Fund
- Fire Board $137, 155 $216, 472 $79, 317

FI XED ASSETS

The conponents of the CGeneral Fixed Asset Account Group at March 31,
2006, are summari zed bel ow.

BALANCE BALANCE

4/ 01/ 05 ADDI Tl ONS 3/ 31/ 06

Land $ 321, 365 $ - $ 321,365
Land i nprovenents 6, 256 - 6, 256
Bui | di ng 72,500 43, 638 116, 138
Equi pnent 493, 038 208, 065 701,103
$ 893, 159 $ 251, 703 $1,144, 862
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NOTES TO FI NANCI AL STATEMENTS

for the year ended March 31, 2006

LONG TERM DEBT

A summary of | ong-term obligations and changes therein for the year
ended March 31, 2006 is as foll ows:

Long- Ter m Debt Account G oup

Bal ance Pri nci pal Bal ance
4/ 01/ 05 Paynment s 3/ 31/ 06

Contract payabl e to Harbor

Springs Area Sewage Di sposa

Aut hority; Due in annual

i nstall ments varying from

$70,373 to $84,838 including

i nterest charged at 2.5%

matures April, 2023. $1,213,355 $ (53,567) $1,159, 788

Contract payabl e to Harbor

Springs Area Sewage Di sposa

Aut hority; Due in annual

install ments varying from

$46, 042 TO $48, 245 i ncl udi ng

i nterest ranging from 3. 125

to 3.75 percent, maturing

January, 2009. $ 180,778 $ (45,194) $ 135,584

$1,394,133 $ (98, 761) $1, 295,372

The Sewage Authority contract paynment in the anount of $53,567
represents the Township's contractual share (23.29% of the 2002
Wast ewat er Treatnment Facility Bonds. The bonds were issued by the
Har bor Springs Area Sewage Di sposal Authority under Act No. 233 and

are secured by the full faith and credit pledges of the
participating units of government. The Authority retains titleto
the sewage disposal system The Township is repaying the

contractual debt by assessing a user charge on sewer bills.
Contractual paynments and user charges are recorded in the Sewage
Di sposal Enterprise Fund.

The Sewage Authority contract paynent in the anmount of $45,194
represents the Township's contractual share (53.17% of the 1974
Sewage Di sposal System Bonds. The bonds were issued by the Harbor
Springs Area Sewage Disposal Authority under Act No. 233 and are
secured by the full faith and credit pledges of the participating
units of governnent. The Authority retains title to the sewage
di sposal system The Township is repaying the contractual debt by
assessing a user charge on sewer bills. Contractual paynents and
user charges are recorded in the Sewage Di sposal Enterprise Fund.

I nterest expense for the year ended March 31, 2006 was $35, 563.
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LI TTLEFI ELD TOANSHI P
NOTES TO FI NANCI AL STATEMENTS

for the year ended March 31, 2006

Long- Ter m Debt Account G oup Conti nued:

Maturities of | ong-termobligations for each of the years succeedi ng
March 31, 2006, including interest of $287,778, are as foll ows:

2007 $ 134,774
2008 133, 129
2009 131, 285
2010 84, 105
2011 84, 949
2012 - 2014 253, 624
2015 - 2019 423, 230
2020 - 2024 338, 054
Tot al $1, 583, 150

DEFI NED CONTRI BUTI ON PENSI ON PLAN

The Township contributestothe Littlefield Township G oup Pl an (the
“Plan”), which is a defined contribution pension plan established
by Littlefield Township and adm ni stered and mai ntai ned through a
life insurance conpany. The Plan is available to elected officials
of the Township. Currently five officials participate in the Pl an.

Contributions nade by the officials and the Township vest
i medi ately. An official who | eaves t he enpl oynent of the Township
is entitled to his or her contributions and the Township' s
contributions, plus interest earned. The Plan requires the Township
to match 6 percent of the official’s salary.

During the Plan year, the Township's actual contributions were
$2, 310, which was 6 percent of the Townshi p’s covered payroll. Plan
provi sions and contributions requirenments are established and may
be anended by the Townshi p Board.

JO NT VENTURE

Under authorization of state statues, the Township joined the
Village of Alanson to establish the Littlefield A anson Managenent
Authority (the “Authority”). Al though the Authority is legally
separate from the Township and the Village of Alanson, it was
created for the construction and mai nt enance of a community buil di ng
for both governnents. The building was financed by the i ssuance of
general obligation bonds, which have been retired. Omership of the
buil ding has reverted fromthe Authority to the joint property of
the Village of Alanson and Littlefield Township. The Authority
presently maintains the Community Buil di ng and i nvoi ces the Vill age
of Alanson and Littlefield Township for operating and nai nt enance
costs.
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LI TTLEFI ELD TOANSHI P
NOTES TO FI NANCI AL STATEMENTS

for the year ended March 31, 2006

JO NT VENTURE CONTI NUED:

The Township and Village each appoi nt one nenber of the two nmenber
board to operate the Authority. The Township contributed one-half
of the Authority’s annual subsi dy.

The following financial information has been obtained from the
Authority’s audited financial statements as of Decenber 31, 2003:

Littlefield
Al anson Littlefield
Managenent Townshi p’ s
Aut hority Portion
Total assets $14, 936 $7, 468
Total equity 14, 281 7,140
Revenues 5,198 2,599
Transfers fromthe
Village and Township 17, 000 8, 500
Expendi t ur es 18, 026 9,013
Net increase in fund
bal ances 4,172 2,086
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SCHEDULE OF EXPENDI TURES

LI TTLEFI ELD TOANSHI P

BUDGET AND ACTUAL
GENERAL FUND

Legi sl ative
Townshi p Board

CGeneral Gover nnent
Super vi sor
El ecti ons
Assessor
Clerk
Board of Revi ew
Treasurer
Cenetery
Townshi p Hal
O her
Legal and audit

Total general government
Public safety

Zoni ng
Fire protection
Total public safety

Publ i ¢ wor ks
Hi ghways and streets

Li brary
| nsurance bonds

Capital outlay

for the year ended March 31, 2006
OVER/ ( UNDER)
BUDGET ACTUAL BUDGET
$ 48, 400 $ 33,857 $(14,543)
8, 450 8, 296 (154)
2, 300 - (2, 300)
33, 900 33,754 (146)
13, 250 11, 515 (1, 735)
650 612 (38)
25, 600 23,924 (1,676)
5, 250 5, 150 (100)
29, 800 29, 799 (1)
4,633 5, 015 382
43,500 4,595 (38, 905)
167, 333 122, 660 (44,673)
1, 400 1, 040 (360)
1,400 1, 040 (360)
254, 500 243, 490 (11,010)
1,500 1,500 -
7,808 7,422 (386)
50, 437 84, 058 33,621
$ 531, 378 $ 494, 027 $(37,351)

Total expenditures
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Asset s

Cash and cash equival ents
Taxes receivabl e

Total Assets

Fund Bal ance

Fund bal ance

LI TTLEFI ELD TOANSHI P

COMVBI NI NG BALANCE SHEET

SPECI AL REVENUE FUNDS

MARCH 31, 2006

Qden Li ght Fire Board
Fund Fund Tot al
$ 8,920 $ 93,0093 $ 102,013
815 13, 548 14, 363
$ 9,735 $ 106, 641 $ 116, 376
$ 9,735 $ 106, 641 $ 116, 376
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LI TTLEFI ELD TOANSHI P
COMBI NI NG STATEMENT OF REVENUES, EXPENDI TURES
AND CHANGES | N FUND BALANCES
SPECI AL REVENUE FUNDS

for the year ended March 31, 2006

Qden Li ght Fire Board

Fund Fund Tot al

Revenues

Taxes $ 9,104 $ 96, 009 $ 105, 113

Contributions fromlocal units - 13, 892 13, 892

Grants - 103, 624 103, 624

I nt er est 13 939 952

O her - 343 343
Total Revenues 9,117 214, 807 223,924
Expendi t ur es

Public safety - 48, 827 48, 827

Publ i ¢ wor ks 7,706 - 7,706

Capital outlay - 167, 645 167, 645
Total Expenditures 7,706 216,472 224,178
Revenues over (under) expenditures 1,411 (1, 665) (254)
Fund bal ances, April 1, 2005 8,324 108, 306 116, 630
Fund bal ances, March 31, 2006 $ 9,735 $ 106, 641 $ 116, 376
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LI TTLEFI ELD TOANSHI P

COMVBI NI NG BALANCE SHEET

FI DUCI ARY FUNDS

MARCH 31, 2006

Expendabl e
Trust Fund

Pi ckeral Lake
Properties

Agency

Fund

Tax
Col | ection

Asset s
Cash and cash equival ents $ -
| nvest nent s 18, 450
Total Assets $ 18, 450

Liabilities and fund bal ances

Liabilities
Due to ot her funds $ -
Due to other governnmental units

Total liabilities -

Fund bal ance
Reserved for replacenent

of sewer |ines 18, 450
Total liabilities and
fund bal ance $ 18,450
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$ 484
$ 484
$ 68
416
484
$ 484

Tot al

$ 484
18, 450

$ 18,934

$ 68
416

484

18, 450

$ 18,934



MASON & KAMMERMANN, PC.

CERTIFIED PUBLIC ACCOUNTANTS

HUGH E. MASON 1710 Park Avenue

VELDA K. KAMMERMANN Charlevoix, Michigan 49720
Telephone (231) 547-4911
Facsimile (231) 547-5911

September 13, 2006

To the Board of Trustees of
Littlefield Township:

We have audited the financial statements of Littlefield Township
for the year ended March 31, 2006, and have issued our report thereon
dated September 13, 2006. Professional standards regquire that we
provide you with the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated August 16, 2006, our
responsibility, as described by professional standards, is to plan and
perform our audit to obtain reasonable, but not absolute, assurance that
the financial statements are free of material misstatement and are
fairly presented in accordance with U.5. generally accepted accounting
principles. Because an audit is designed to provide reasonable, but not
absolute assurance and because we did not perform a detailed examination
cof all transactions, there 1s a risk that material misstatements may
exist and not be detected by us.

As part of our audit, we considered the internal control of
Littlefield Township. Such considerations were solely for the purpose
of determining our audit procedures and not to provide any assurance
concerning such internal control.

Significant Accounting Policies

Management is responsible for the selection and use of appropriate
accounting policies. In accordance with the terms of our engagement
letter, we will advise management about the appropriateness of
accounting policies and their application. The significant accounting
policies used by Littlefield Township are described in Nete 1 to the
financial statements. No new accounting policies were adopted and the
application of existing policies was not changed during the fiscal year.
We noted no transactions entered into by Littlefield Township during the
year that were both significant and unusual, and of which, under
professional standards, we are required to inform you, or transactions
for which there is a lack of authoritative guidance or consensus.
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Bocounting Estimates

Locounting estimates are an  integral part of the financial
statements prepared by management and are based on management’s
knowledge and experience about past and current events and assumptions
about future events, Certain accounting estimates are particularly
sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ
significantly from those expected.

Budit Bdjustments

For purpose of this letter, professional standards define an audit
adjustment as a proposed correction of the financial statements that,
in our judgment, may not have been detected except through our auditing
procedures. An audit adjustment may or may not indicate matters that
could have a significant effect on the Littlefield Tewnship's financial
reperting process (that is, cause future financial statements to be
materially misstated). In our judgment, none of the adjustments we
proposed, whether recorded or unrecorded by the Littlefield Township,
either individually or in the aggregate, indicate matters that could
have a significant effect on the Littlefield Township’s financial
reporting process.

Disagreements with Management

For purposes of this letter, professicnal standards define a
disagreement with management as a matter, whether or not resclved to our
satisfaction, concerning a financial accounting, reporting, or auditing
matter that could be significant toc the financial statements or the
auditor’s report. We are pleased to report that no such disagreements
arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other
accountants about auditing and accounting matters, similar to obtaining
a “second opinion” on certain situaticons. If a consultation invelves
application of an accounting principle to the governmental unit’s
financial statements or a determination of the type of auditor’s opinion
that may be expressed on those statements, our professional standards
require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To cur knowledge, there were no
such consultations with other accountants.

Issues Discussed Prior te Retention of Independent Auditors

We generally discuss a vwvariety of matters, including the
application of accounting principles and auditing standards, with
management each year pricr to retention as the Littlefield Township’s
auditors. However, these discussicons occurred in the normal course of
our professional relationship and our responses were not a condition to
our retention.
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Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with
management in performing our audit.

This information is intended solely for the use of the Board of
Trustees and management of Littlefield Township and is not intended to
be and should not be used by anyone other than these specified parties.
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